FEDERALISM AND LOCAL RULE                                 145

except in so far as these are not covered by the arbitration
power of the Commonwealth. With the last mentioned
exception, the states control hours, wages, and the status ol
trade unions, and thus deal with many crucial issues of eco-
nomic and social interest, although at almost every turn
their performance is profoundly affected by the powers of the
Commonwealth especially by its control over tariffs and
finance. During the first federal decade, the states ambi-
tiously but vainly claimed that frequently they and not the
Commonwealth should deal with the Imperial Government,
that the Commonwealth was merely their agent, and that
they should be invited to the Imperial Conference of 1907
because certain subjects on the agenda, such as immigration
and land settlement, concerned them. Significantly their
constitutions were left as they had existed prior to union,
alterable only in accord with the original laws passed in
colonial times. Their legislation, unlike- that of the prov-
inces in Canada, cannot be vetoed by the Commonwealth.
A state may change considerably its character in the union,
and may surrender any part of its territory to the Common-
wealth, as South Australia in 1910 surrendered the Northern
Territory, A new state may be formed out of territory from
an existing state with the parliamentary consent of the latter,
or may be formed by merging two or more of the existing
states with the consent of their Parliaments. In consti-
tutional theory at least, the states have their own distinct
and ample spheres of life; they are not designed to be sub-
ordinate. But, as the financial relations of the federation
indicate, the constitutional theory of the Fathers does not
reflect all the hard realities of today.

In Australia no less than in Canada and the United
States, judicial interpretation has profoundly influenced
federalism by developing and unfolding the constitution, and
by clarifying the distribution of power relative to the swift
change in political and economic circumstances. The j udicial